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TAGS: ETRD, SP 

SUBJECT: COUNTERVAILING DUTIES 
REF MADRID 41 13 

1. BEGIN SUMMARY: GOS APPARENTLY HAS DECIDED NOT TO 
FOLLOW IDEA THAT COUNTERVAILING DUTY PROBLEM COULD BE 
RESOLVED THROUGH SPAIN'S REDUCING REBATE BY THE AMOUNT 
DETERMINED BY U.S. TREASURY TO BE SUBJECT TO COUNTER- 
VAILING ACTION. EMBASSY THUS FAR INFORMED ABOUT THIS 
DECISION ONLY VIA INFORMAL TELEPHONE CONVERSATIONS AT 
DIRECTOR GENERAL LEVEL DURING WHICH EMBASSY ALSO INFORMED 
NOTE EXPECTED TO BE FORTHCOMING FROM MFA EARLY IN WEEK 

OF JULY 8 COFIRMING GOS POSITION. END SUMMARY. 

2. EMBOFF IN CONVERSATION JULY 5 WITH DIRECTOR GENERAL 
OF CUSTOMS, GERMAN ANLLO, INQUIRED AS TO SITUATION 
REGARDING GOS COURSE OF ACTION RE COUNTERVAILING DUTY 
ISSUE. ANLLO'S COMMENTS NOT AT ALL ENCOURAGING: HE 

SAID HIS TECHNICAL PEOPLE, FOLLOWING TREASURY ARGUMENTS 
LAST WEEK, FOUND THE U.S. CASE THAT A 3 PERCENT SUBSIDY 
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EXISTED TO BE WITHOUT MERIT. WHEN EMBOFF ASKED DIRECTLY 
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WHETHER (PRIMA" (BOUNTY) WOULD BE ELIMINATED, RESPONSE 
WAS "WHAT PRIMA?" ANLLO ADDED HE HAD MADE HIS DIRECTOR- 
ATE'S FINDINGS THIS MATTER CLEAR TO MINISTER BARRERA. 

3. ANLLO WENT ON TO SAY SPANISH FOOTWEAR EXPORTERS 
ASSOCIATION HAD PRESENTED COMPLAINT TO GOS ASKING THAT 
REPRISAL ACTION BE TAKEN AGAINST U.S. IMPORTS IF TREASURY 
DEPT. IMPOSES COUNTERVAILING DUTY ON SPANISH FOOTWEAR 
IMPORTS. HE FURTHER STATED HIS THOUGH THAT THIS COULD 
BE EVENTUAL LIKELY ACTION BY GOS AND MENTIONED DISC AS 
LIKELY JUSTIFICATION FOR GOS ACTION CITING IT AS CASE OF 
U.S. SUBSIDIZATION OF EXPORTS. 

4. DURING EVENING JULY 5, EMBOFF ATTEMPTED CONTACT 
DIRECTORS GENERAL BASSOLS, MFA, GARCIA DIEZ, COMMERCE 
AND RENDUELES OF FINANCE, TO ASCERTAIN OUTCOME OF COUNCIL 
OF MINISTER'S MEETINGWM NONE HAD RETURNED TO OFFICE. 

FINALLY, DIRECTOR GENERAL MEDINA OF MIN COMMERCE WAS 
CONTACTED WHO RESPONDED IN MUCH SAME MANNER AS ANLLO 
REGARDING GOS POSITION EXCEPT THERE WAS NO REFERENCE TO 
REPRISAL ACTION OR DISC. MEDINA STATED HE HAD NO IN 
FORMATION REGARDING RESULTS OF COUNCIL OF MINISTERS' 

MEETING SINCE HIS MINISTER HAD NOT YET RETURNED. HE DID SAY THAT 
HIS OWN POSITION (WHICH HE UNDOUBTEDLY 

PRESENTED TO MINISTER) WAS THAT THE GOS SHOULD NOT GIVE 
IN ON THIS ISSUE BY ELIMINATING THE "PRIMA." MEDINA 
DID NOT KNOW WHAT MINISTER FERNANDEZ CUESTA'S DECISION 
WAS WITH RESPECT TO ACTION OR NON-ACTION THIS ISSUE. 

MEDINA DID INTRODUCE NEW THOUGHT REGARDING GOS POSITION 
BY STATING THAT GOS WOULD BE WILLING TO AGREE TO 
"AUTOLIMITACION A LA EXPORTACION DEL CALZADO" (SELF- 
LIMITATION OF SHOE EXPORTS) AS CONCILIATORY GESTURE TO 
U.S. 

5. EMBASSY ECON COUNSELOR SPOKE WITH DIRECTOR GENERAL 
COMMERCIAL POLICY, AUGUSTIN HIDALGO, MORNING JULY 6 
WHO STATED DECISION WAS TAKEN NOT TO FOLLOW IDEA OF 
REDUCING REBATE BY AMOUNT DETERMINED BY U.S. TREASURY 
TO BE SUBJECT TO COUNTERVAILING ACTION, BUT RATHER TO 
PROTEST U.S. POSITION. ACCORDING TO HIDALGO, EMBASSY 
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MAY EXPECT RECEIVE NOTE FROM MFA EARLY IN WEEK OF JULY 8. 
FURTHER, HIDALGO SAID GOS DID NOT FEEL U.S. POSITION 
WAS CORRECT AND THAT FOR GOS TO ACCEPT IT WOULD ESTABLISH 
A BAD PRECEDENT ADVERSELY AFFECTING SPANISH TRADE NOT 
ONLY WITH U.S. BUT OTHER COUNTRIES TOO. 

6. COMMENT: IMPORTANT NOTE THAT THIS INFORMATION BASED 
UPON INFORMAL TELEPHONE CONVERSATIONS ONLY. EMBASSY WILL 
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AWAIT NOTE AND REPORT FURTHER WHEN RECEIVED. 

RIVERO 
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